


discussing the impact of the Durbin Amendment, the Richmond Fed wrote “For merchants in the sample who reported
that their costs decreased after the Durbin regulation, few of them reduced prices or debit restrictions. . . . On the other
hand, if a merchant reported increased costs after the Durbin regulation—as a sizeable fraction of them did—it tended
to raise prices and increase debit restrictions, especially in terms of setting a minimum transaction amount
requirement.” Taken together, one could easily conclude that the Richmond Fed found that merchants and retailers
will keep for themselves any savings when interchange is reduced, and conversely pass along to their customers any
increase in interchange costs. Should Congress or the Board seek to provide support to business, they should do so
directly, not through legislative and regulatory handouts taken from one industry and given to another.

The drop in interchange revenue due to the Durbin Amendment has impacted credit unions, banks, and the consumers
of these institutions. Interchange revenue is used to support the payments system, which is an electronic method of
delivery of funds from a financial institution to a retailer or merchant. A drop in interchange income causes financial
institutions to shift resources from other programs to pay for the cost of running a debit or credit card program. This
shift in resources has led to an industrywide reduction in low-cost banking services and free checking along with a
dramatic reduction in the overall number of banks and credit unions. Although credit unions are laser focused on
providing the best and lowest cost financial services to all Americans, especially those who need it most, we fear the
continued government forced reduction in revenue and increased compliance costs will further lead to the reduction
in locally operated credit unions while making the delivery of financial services more difficult.

Along with paying for the various direct costs associated with offering payments by debit and credit cards, interchange
revenue supports the following programs at credit unions:

Secured credit offered by 79% of credit unions;

Credit builder programs offered by 46% of credit unions;

Free checking without minimum balance requirements offered by 85% of credit unions; and
Financial literacy and counseling programs offered by 77% of credit unions.

The proposed changes will likely accelerate the decline in revenue from debit card transactions while increasing
compliance costs associated with the requirements to ensure that all possible debit transactions have two card networks
available. Furthermore, adding layers of unnecessary complexity onto the debit card networks can only increase
cybersecurity risks. These costs and reductions of revenue will likely further accelerate the loss of locally owned and
operated cooperative credit unions, which can make the delivery of financial services to those of greatest need even
more challenging.

Any push of Durbin Amendment routing requirements to the credit card market will similarly be a disaster and likely
much worse. First, one must remember that a credit card represents an extension of unsecured credit to a consumer,
meaning that a financial institution makes a loan to a consumer every time a credit card is used to purchase goods or
services from a retailer or merchant. The consumer then has the option to pay the credit card balance off when a bill
1s received or to make payments subject to the terms of the agreement and a plethora of Federal lending regulations.
Although, many view debit and credit cards as virtually indistinguishable, they are very different products utilizing
different networks. Again, a debit card allows one to access their own funds, while a credit card allows for instant
access to a loan and does so over a network that was singularly developed for this purpose. The possibility of requiring
Durbin routing requirements to the credit market will cause the cost of these low-cost loans to increase, leading to less
spending power for consumers and possibly the reduction in important credit building and educational programs
offered by credit unions.
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